Good morning,

I’m Carol Pierce and have owned a condo at Kahler Glen since 1995.  I own shares in the Kahler Glen Resort and am a member of the Kahler Glen Athletic Club.  I’m also an avid golfer and one of the founding members of the Kahler Glen Ladies Division and the Kahler Glen Twilight Twosomes.  This has been my first year on the KGCA board and my roles have included Secretary, Communications Chair (I’m write those sometimes long winded notes to owners and post things on the website, as well as make sure your e-mails are answered) and Survey Chair.  Since some of you are new to Kahler Glen and others may not have attended last year’s meeting, I’d like to give you a brief history that might help you understand how we reached the place we are today.  For you old time Kahler Glenners, let me say that this is history as I know it, in a very condensed form, and I realize there may be various other versions or slants.  

Kahler Glen was developed by a partnership made up of Glenn Week and Randy Pelton.  As part of the original governing documents, voting powers in the community association were assigned by acreage owned.  As the golf course makes up the majority of acreage at KG, the GC owners have the majority vote in community affairs.  Over the years, this fact didn’t play much of a role in community affairs as the owner’s vote wasn’t used in opposition to decisions made by the homeowners.  While the developers were here selling lots and making money, and while the infrastructure was new and working well, HOA dues were low and everyone was happy.  Eventually most of the resort was sold out and the developer wanted to move on.  A group of KG homeowners joined together to buy the resort (which includes not only the golf course, but the restaurant, rental business and maintenance business) from the developer.  One of the driving forces behind this purchase was the desire of the local homeowners to keep the decision making (voting power) in the hands of local owners, not some outside corporation.  Unfortunately, and for a variety of reasons that are still debated, many KG homeowners did not opt to buy shares.  At this time, only about a third of owners hold any shares.  The lack of investors caused a large debt to be incurred and that debt service along with the decreased revenues during the economic downturn and a variety of other factors, threatened, and continue to threaten the viability of the Resort.  

The developers of KG were also the first service providers.  They owned and ran the equipment that plowed the roads, monitored and serviced the domestic and irrigation systems, septic systems, landscape work and other services required by the community.  When the Resort was purchased by the local homeowners, they continued to provide these services and by doing so, the Resort had a year round income instead of just the seasonal revenue from the golf course.  Given the rather unique situation of a Resort of this size in a remote area an hour’s drive away from most large commercial homeowner service providers  with its own septic systems, domestic water systems, community irrigation water system, private roads, etc. the services required are many and complex.  

With the aging infrastructure and increasing costs of delivering services to the community, the HOA fees increased sharply.  Suspicion and mistrust developed between some homeowners and the Resort management (also homeowners).  A “them” and “us” mentality developed leading to what some described as a lack of community “harmony”.  One attempt to deal with this was via a Visions Committee, and this group of dedicated people worked for nearly two years trying to come up with a unifying plan for the future of KG.  Meanwhile, the financial situation of the Resort worsened and a number of different plans for the rescue of the Resort from default on its loans were discussed by various groups.  While all of this was going on, in December 2010, a group of homeowners hired a lawyer to write a letter to the KGCA board and in this letter there was a threat of litigation.  Without going in to great detail, the concerns were regarding voting rights as well as potential buy-out scenarios that had been discussed.  After this letter was received, the board asked the Visions Committee to discontinue its work and most of the board members submitted their resignations effective the date of the annual May meeting.  

Which brings us to that meeting last May.  A number of people put their names forward as candidates, including several that did so at the request of the Resort board.  When the time came for a vote, the Resort board used the Resort’s majority voting power to supersede the vote of the individual homeowners…essentially the Resort named the board it desired.  This was quite a surprise, especially to those of us who were running.  Some of the candidates the Resort voted for would have been elected anyway by the so called “popular” vote, but some “popular” vote getters were not elected and others who received fewer “popular” votes did get on the board as a result of the Resort Board’s actions.  One candidate dropped out before the final voting when he found out what was going to happen.  Two of the newly elected board members resigned almost immediately, as did the one remaining board member whose term had not expired.  That left us with 6 members, including the one member who automatically is on the board as the Resort representative as per the community documents.  We cast about for more members, even asking some of the “unelected” candidates, but we could only find one person to join us and that was John Greiner.  So instead of a 9 member board, we’ve worked as a 7 member board all year, with a requirement of 5 members being present for a quorum.  

On a personal note, I also thought long and hard about resigning, as I was very angry about the Resorts actions.  I was quite concerned with being a member of a board with what I perceived as a total lack of credibility with the homeowners.  However, I realized that if I resigned (and Carol B would have also) then there would be no board, as the remaining 4 members at that time could not have reached the required 5 members present for a quorum.   And I decided to run for the board because I thought I could make a difference…so I stayed on with that goal in mind.  My hope was that this board could get past the credibility issues, improve communication and that with hard work we might affect permanent change.  Change that would benefit the entire community and help heal some of those deep wounds that had been incurred.  

From early on in our term, we started looking at options for changing the voting structure and negotiating with the Resort seemed like the starting place.  Our legal advisor came up with the “Grand Bargain” idea and over time it has morphed in to the MoU that Mike will be discussing in more detail later.  

We thought we knew that the community felt strongly about obtaining the vote but in order to get a clearer picture of what the attitudes of owners were, I suggested doing a survey.  Our survey committee (made up of John Ward, Andi Main and myself) and the board spent countless hours developing the questions—and as a result of it being done by committee there were compromises all along the way.  We were not professional survey writers and were doing this on the cheap.  We heard many protests about the bias people saw in the questions but they were about equal in regards to whether the protestor saw pro – resort or anti-resort bias…so I guess we got it about right.  

You were sent the results and can access them on the website.  We got responses from about 63% of owners.  The clearest finding of the survey was that the vast majority of you agreed that we should negotiate with the Resort for voting rights.  65% of the respondents said they strongly agreed and another 16 % somewhat agreed with this.  And 70% of you either strongly or somewhat agreed that we should consider a multiyear service contract.   

This board has spent countless hours meeting, arguing, brain storming, e-mailing, telephoning, writing, editing, rewriting, and still we haven’t quite finished what we started out to do in these negotiations.  But we’re close, and it’s time for the annual meeting, so we’re meeting and we’re asking for your vote.  We’ve pounded out and finally reached agreement with the Resort on a service contract with major changes. Changes that include detailed service levels and potential rebates for failure to meet them and a new tracking system for costs and man hours used to deliver the services we purchase.  Other board members will go over more details of the results of this later on in this meeting.

John Greiner will talk more in a bit about the Contingency Planning process that the board entered in to this year.  I just want to make a couple of comments on it as there have been questions from a number of you.  With the Resort at risk of not being able to continue providing services, we felt it was inherent upon us to make sure we could purchase needed services elsewhere in the community.  We can.  As a side light of this process, we’d hoped that we could get some better information on costs of services if purchased elsewhere.  We found out that this is easier said than done.  Many of the services would be charged on a time and materials basis and we don’t have a good handle on what how much time is required.  And if we choose to buy one or two services from an outside provider, the costs of the remaining services from the Resort, to whom we are the only large customer, will go up because some of their overhead expenses are unchanged no matter how many services we buy.  Finally, our biggest single expense is winter services (snow plowing, sanding, etc.). The two community boards immediately preceding us had researched these costs in detail and come to the conclusion that changing providers was not warranted.  So instead of pursuing this further we went another direction and developed the improved service contract.  With the tracking system included in the contract, in the future we should have much more detailed information on exactly what we’re getting from our service provider and be better able to assess appropriate fee levels.

One more factor in continuing to purchase services from the Resort and work with them to clarify service levels and costs is that if we purchase services elsewhere, the Resort almost surely will fail financially.  As just a standalone seasonal golf course and restaurant along with the continuing large debt, it will very likely go the way of so many other courses in this country.   While we can’t fully predict what that will mean to the community as a whole, the possibilities include the Resort returning to the lien holder and being sold to an outside purchaser,  would then have the majority voting power and no close link to our community.  Or it’s possible that no one wants to buy or manage the course, so it’s allowed to go back to nature.  The lien holder has said as much.  Neither of these options are ones that would benefit this community. 

So we are here to present to you the MoU process and results to date.  We have agreements regarding voting rights and the service contract, better defined service levels and tracking of costs for future use in determining rates, all the stuff Mike will go over in more detail shortly.  This board has worked very hard to get this far and we think we’re on track to finding a solution that meets both the needs of the community and the Resort---a solution for Kahler Glen as a whole.  We’ve done all this work at the cost of our free time, time we’d much rather spend with our friends and families playing golf, skiing or some other fun activity.  There have been many weeks this past year that I was about a .75 FTE for the KGCA, unpaid of course, and if you count the sleepless nighttime hours spent working on board issues, it’s probably a full time equivalent.  We’re very willing to keep on with this work to its conclusion, which we hope will be amended and approved community by-laws, covenants and articles of incorporation.   But we need a strong show of support from the community that we’re doing the right thing.  I personally hesitate to commit to another 6 or more months of work on this unless there’s a realistic chance that at the end of the process we have a permanent change in the community documents and relationship with the Resort.  

I know that none of you will agree with all the elements…if you do we’ve failed.  What I mean by that is that this is a negotiation and because of that it results in compromises and acceptance at times of less than what any one individual might desire.  If you strongly disagree with the whole process and don’t think you can support these efforts going forward, then you must vote no.  I hope that’s not the case.  It’s easy to sit on the sidelines and pick apart the work we’ve done.  It’s not so easy to sit on the board and work this stuff out.  I doubt you’ll ever get a board again that will work as hard as we have to find an answer.  I’m concerned that if this plan does not succeed that this community will end up in the courts, costing all of us many tens of thousands of dollars.  

Please listen carefully to day, ask questions, seek clarification. 

If you can see that we’re working in good faith for the whole community, and dare I say if you can trust us just a little, then vote yes.  You won’t regret it.     

One final note—you’ll get one more chance to run for a position on the board in a little while.  If you see merit in what we’re doing but want to have more of a say in what happens, or you are concerned that we may not representing your interests, than run for the board.  We could use help.  

Thank you.  
